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| want to start by thanking President Fox and Minister Derbez for hosting what | thought was an
excdlent medting, and to meit=s one more sign of Mexicoss leadership on the internationd trade
front and for someone who was the U.S. government at the time Mexico joined the GATT in
1986 as someone who worked on NAFTA, | am absolutely delighted at the leadership that
Mexico is demondtrating. | thought that the meeting was a very useful meeting; we had a serious
discusson of political and economic topics a the ministerid leve, and thet is particularly
important because that=s the leved tha hasto integrate the politica and economic eements, and
we had afirg-rate group of people seeking to do that.

Asyou know this meseting is part of the process; | go from here on to ameeting of the CAIRNS
Group. In al these meetings akey part of what I-m hereto doisto try to lisgen and learn
because we have over 140 countriesin the WTO, and we have to be able to try to bring them
al together. | leave this meeting with additiona sense of momentum. | think thet al people that
were around the table wanted the meeting in Doha to be a success. | think the vast mgority
would like to launch globa negotiations. As one of the ministers pointed out, Doha.is about
meaking political tradeoffs and framework for negotiations. It is¥t doing the trade negotiations
and that=s one of the reasons why ministers have to try to determine what that framework would
be. | think thereisavery good process by dl the membersin an effort to try to understand and
meet the political needs of their colleagues. There was a strong sense of cooperation and a
problem-solving spirit. Asanumber of ministers mentioned, there was an attitude that this
framework for negotiation should be awin-win framework, and of course we gtill have
disagreements, sometimes significant, but | think therers a better understanding of those
disagreements. This process will lead into the Geneva process; | have Ambassador Delly here,
who isthe U.S. Ambassador to the WTO, and she and her colleagues from the other countries
will the results of this meeting and other meetings that are taking place -- CAIRNS, ASEAN
and others B and relay them into the process of developing this framework.

To give you adight added degree of specificity, | thought that the discussion on agriculture was
apaticularly excellent one. That=s important because agriculture is akey to opening up
progress on so many other items as it was in the Uruguay Round. There were very good
clarificationsin the environmenta area, and there was some floating of some practicd ideas
about how to address this topic within the current rules. In the area of the ASingapore issues)
and the so cdlled new agenda of investment, competition, trade facilitation and trangparency in
government procurement, | think there was a sense that if there isto be an agreement to add
these issues, that the countries who are promoting them will need be precise on the mandate.
On the topic of implementation in developing countries, there was subgtantia discussion. It was
atheme that ran through the discussons last night and today. It had different eements. One



element was the importance of developing capacity in developing countries o they can take
part fully in the negotiations, so they can have a sense of the implication of the issues and the
ability ultimatdy to implement the issues.

On the implementation agenda which covers awide range of topicsthat are carry-
overs from the Uruguay Round, | think there was a generd sense that the countries want to try
to address some of those issues before Doha, some might be addressed at Doha, and some
might be the subject of further negotiations. Thereis recognition of the importance of agriculture
for the developing countries. Thereis recognition of the importance of preceding with the
gpecid and differentia treatment for developing countries, the need to interpret the intellectua
property regime, flexibly, so asto be able to ded with pandemic hedth issues, and arecognition
there had been some progress on the implementation agenda. For example, thereisan
agreement to schedule longer implementation times for nine countries that the trade related
investment measures, the so-caled Trims process, in about twenty adjustmentsin the area of
customs eva uation.

Looking forward -- and to put this meeting in context -- as many of you know, for the past
number of months I=ve been having meetings with my colleague Commissioner Lamy from the
European Union. And that has been avital part of our strategy related to aWTO round. If the
European Union and the United States are at loggerheads, they are not likely to be successful.
The fact that we can agree on a number of items doesrvt mean others will agree, but | think it=s a
prerequisite for asuccessful process. And | think once again Commissioner Lamy and | tried to
work cooperatively at this sesson, and | was very pleased with his assstance, and | hope he
was pleased with mine.

I-ve dso spent alot of timewith Latin American countries. | was in Peru recently for President
Toledo-s inauguration, so | had an opportunity to meet with anumber of Presidents and
Minigtersthere. 1 will be going on to Uruguay tomorrow and part of my agendathereisto have
the firgt of afour-plus-one meeting, which we announced a couple of weeks ago, and that=s the
MERCOSUR countries, plus the United States. In the case of Asa, as many of you know,
about amonth or two ago | was a the APEC Minigterid in Shanghai. We had avery good
discussion with the WTO round that was obvioudy hosted by the Chinese who are on the edge
of coming into the WTO, but are so ardent supporters of the WTO round. | had the
opportunity recently also to bein India, Indonesia and Singapore where I-ve had these
discussons. And the point of thisis that from my part, and the part of my colleagues, for
example, Ambassador [name unclear], who was atending the ASEAN mesting, were trying to
cregte anetwork to try to identify the issues, identify the problems, and see whether we can try
to close gaps on theseissues. So my feding isthat this process has moved us closer to a
roadmap that could lead to success a Doha. So while we have alot of work to do,I think the
time was very wdll spent.

Il be happy to take the questions. Thank you.



- Reporter: My question would be, sir, concerning the recent loca multi-billion dollar farm
bailout package, a bailout package that was |abeled by the IMF as a defacto subsidy. | was
hoping you could comment the U.S. position about the support for the agriculture sector in the
context of WTO:=s discussions about agriculturd subsidies,

- Zodlick: Sure. Asyou know the United States, in the Uruguay Round, and continuing today,
isa srong supporter of discipline on agriculture. We have tried to focus on the tri- part
framework, which was developed in the Uruguay round, which isto ded with export subsidies.
Wewould like to see their dimination. We only have -- | think -- lessthan a hundred million
dollars now in export subsidies, and the EU number is around five billion. We dso want to try
to dedl with domestic subsidies and then the third areais one of market access. We recognize
that there are other issues that people would like to include in the agriculture agenda. These are
sometimes caled some of the Anon-trade concerns,) and we believe those can have a place.
But frankly, we need to try and ensure that any policiesin those areas are as least trade-
distorting as possible. Werve dso emphasized the importance of the so-called SPS or sanitary
and phytosanitary standards, which are criticd in terms of dl agriculturd countries being able to
export their goods. To go back to your point about the U.S. Congress, | think an example
about commitment to this process was that about a month ago Secretary Veneman made the
determination that some of the past years subsidies, aong with the so-called Amber Box, that=s
the box that is for production-distorting subsidies, ones that affect production. We arelimited in
this box to about 19.1 hillion dollars. We are willing to play by the rules, and we have tried to
work with the Congress to emphasize that if subsdies are given to farmers-- aswe know they
will be -- that they should be done in a non-trade ditorting statute, that fits within what is caled
the Green Box, and the vast mgjority of the U.S. farm subsdies are in that Green Box. That was
an agreement that was made during the course of the Uruguay Round to discipline subsidies and
recognize that when you do support farmers, you do so in away that doesret support
production. That is separate again from the category of export subsidies, which again | said we
have tried to eiminate, and are close to diminating for the United States.

There was a very good and open discussion about agriculture. It=simportant for developing
countries, it=simportant to the CAIRNS group, it=s important for the United States. We know
there are sengtivities with Japan and the European Union, but | got a sense coming out of this
mesting, that therers a possible framework that will take time to work through, but could alow
us to reach some agreement on these issues. Now that=s fill along way off, but it-s ahead of
where we were yesterday.

Reporter: 1 would like to ask you something about agriculture. In the statement you made prior
to coming here, you sad that the U.S. recognized agriculture as important to the trade agenda of
the Americas, that the U.S. is seeking more opportunities and more market access for American
farmers. What isthe U.S. willing to do interms of dlowing  for more market access from
developing countries to the agriculture sector in the U.S. to the agriculture marketsin the U.S.?



Zodlick: Wdl, were willing to negotiate in the three categories that | mentioned. Weed liketo
eliminate export subsdies, we are willing to have further market access, and wesre willing to
reduce domestic support if others do the same. If you look at a number of the developing
countries, their agriculture barriers are currently greater than those of the United States, and so
thisis one of the issues that must be discussed when certain developing countries are seeking
gpecid and differentid treatment. \We recognize the importance of such trestment for a country,
such as, for example, India, that has about 7 hundred million people which are living near
subsigtence farming level. On the other hand, if we are going to have a successful negotiation,
were going to have to have trade-offs among dl parties. And so we are going to do our part,
aswe havein the pag,, if othersto do their part.

Reporter: [follow up question inaudible]

Zodlick: Wdll, obvioudy, if you look at market access, and in fact, under the Uruguay round
we dill have commitments that wesve been following through in terms of open market access.
Just yesterday | announced an agreement under the WTO terms to resolve the dispute of lamb
with New Zedand and Austrdia. Where we had a 201 safeguard, the WTO ruled againdt i,
and we agreed to open to their markets. So we are willing to live by the rules. | will emphasize
that what are doing over the next two monthsis not negotiating at that level. What we are trying
to do in the next two monthsis agree on a framework for negotiations so the level that were at
isredly to try to determine what will be the categories of negatiation, what will be the degree of
ambition, and how will you ded with other issues that people have that are of non-trade nature
related to agriculture.

Reporter: Reuters News Service. In regards to the implementation issue, one of the things that
| undergtand isthat Indiaand some of the other developing countries are pushing for a quicker
phase-out of textile quotas. Isthat an areain which the United States and other developing
countries would be able to give ground?

Zodlick: Wdll, the Indians had alist of approximately 93 items, to cover a broad range of
topics. Uruguay led agroup of six other countries that took those 93 topics and tried to assess
the ability to ded with them. | think there was - | dorrt have the exact numbers, but theres
approximately 15 or 20 that have dready been addressed. In the area of textiles, what |
pointed out isthat in the case of India, for example, our textile growth has been about 11% a
year snce the completion of the Uruguay round. That=s about an increase of 84%. If my
recollection is roughly correct, we buy about 2.5 billion dollars of textiles ayear from India.. |
emphagze that if in afurther negotiation we are going to try to reduce tariffs on textiles, we must
keep these factsin mind. Again, let me take you back a step, as you probably know part of the
Uruguay round theress something called the Multifiber Agreement that set a series of quotas.
The Uruguay Round agreed over a period of time to end the quotas and subgtitute tariffs. That=s
what were in the process of doing. So, under the Uruguay round, we have further liberaization
thet is built-in over the course of, | think, 2005. If one wantsto liberdize further, one of the
points | made to developing countries is were going to need to get them liberdize some.



Because actudly if you look at the tariffs and barriers in anumber of the developing countriesin
textiles they are far higher than ours.

Reporter:  Kyoto news. Do you explain about U.S. position on the antidumping rules
requested by Japan and is there any room for the U.S. to make a compromise on the issue?

Zodlick: I-msorry . . .can | take your question instead? (Laughter) Youreright. Asdl of you
know, anti-dumping is avery sendtive issue for the United States. What | explained to my
colleaguesis one of the reasonsthat it is 0 sengtive isthat our average trade-weighted tariff
now when you work in the preferentid trade agreementsis between 1 and 3 %. So, for the
United States, the trade remedies are unfair practices, the safeguards, the adjustment processes
become very important in terms of trying to maintain the political support for trade,. Whilel
recognize that antidumping is an important issue for many countries, including Jepan, it remains
an extraordinary sendtive issue for the United States. | made another point that | think isworth
noting, and that is that, if you actudly look over the past 5 years at the antidumping casdload,
you had a huge increase from developing countries. In fact, 35% of the new cases initiated over
the past 4 years were from India, South Africa, Argentinaand Brazil. So another other concern
for the United States: point of view is how those antidumping processes can be used againg us,
and that was another matter that we discussed.

Reporter: Yes, Andrea Campbell from the Financid Times. | was just wondering what the U.S.
position was in regards to the environment with trade, and if you see any possibility on that and
if you see bascdly going for the ability to have a new round with dl these different issues on the
table or will the agenda have to be narrowed?

Zodlick: On your firgt question, it has been our belief that open trade and growth are not only
cons stent with good environmental practices, but usudly supportive of those. And o, &t the
level of principles, we definitey believe that the WTO should support concepts like sustainable
development. We believe that it should support the right of al countries to have hedlth,
environment and safety rules at their own leve of performance. Now, the issue that has been
presented in the environmenta areais whether there are other actions that some countries might
See as protectionist, or backdoor ways to protectionism. These issues have been dedlt with
over the past number of years through a series of WTO cases. Contrary to the genera public
opinion, if you actudly look a the tuna-dolphin case, and the shrimp-turtle case or the asbestos
case or the lead gasoline case -- they=ve dl come out on the Sde of the environmentd
community. So, we tend to favor a process of moving forward, within the current system of
rules, and dlowing that case- by-case development. Having said that, we a so appreciate that
thisis aparticularly sengtive and important issue, particularly for the European Union, and there
are areas in which we want to try to work with the European Union to have good trade policy,
good environmenta policy and open markets. And | think that theres a generd sense that 1=d let
others speak for themsalves. On thisissueit=sredly not the United States versus others, we are
actualy with the large group of countries that are somewhat concerned about environmenta
policiesin the trade area. My own view is these should be awin-win combingtion, but it=sgoing



to take some work, as | mentioned in my comments, one of the benefits of this meeting was that
we tried out some practica ideas, and thiswas done a the level of Ministers and so that=s
sometimes how you start to move the process ahead.

On your second question, which is| believe related to sort of what=s the scope of the agenda;
it-stoo early to say. That=s part of the purpose of this meeting. | tried to give you a sense of the
range of topics. | did try to give you a sense on the so-caled new agenda, the Singapore
agenda, that if one goes forward with those, they will probably need to be defined with some
precison. Thisisaparticular concern for the developing countries because a point that you
hear quite frequently, and | think isa point that has merit, isthat given their limited resources, as
they move into these aress, they redly want to know what are the boundaries of what they are
moving into. Asyou probably know from my joint satements with Commissoner Lamy, weve
tried to show some flexibility on areas like investment and competition within bounds, where
were trying to work cooperatively. Inthe areaof trade facilitation, we beieve that isa naturd
that keeps the internationd legd trading system up with changes in the business economy, and
it-s another one that naturdly fits with capacity- building in the implementation agenda. In the
areaof government procurement, we believe theres a good argument to be made for
trangparency. But were only one country, and that=s what will be determined over the course
of the next two months.

Reporter: 1=d like to know what=s the pogition of the U.S. on labor because thispoint  was
very important in Segttle and if you are going have the support of the Congress for the Fast
Track.

Zodlick:  On the labor issueYwe had an dection and a change of government. This
government has a different position on thoseissues. President Bush has made it quite clear that
he thinks that the most important step in terms of improving labor stlandards around the world is
to try to open markets and encourage growth. Again, we believe that there are ways that the
international community can improve labor andards. It isour view, and, | think aview that
was shared by many countries in the room, that one of the best ways to do that isto support the
Internationa Labor Organization, and at least among some countries, theress an interest in
making sure thet the Internationa Labor Organizatiorrs work is done in a cooperative fashion
with the WTO:=swork. But that=s an areato be explored. So, we will not have a repest of
what happened in Seettle where the United States has taken a position about trade sanctions for
labor standards. On the other hand, we believe that improvement of |abor standards around the
world isavauable part of our internationa policy. Where we can promote it through trade, we
will, but we will dso try to promote it to other organizations. As your question on trade
promotions authority -- | didrrt quite get what the question was.

Reporter: Support of the Congress?

Zodlick: | dorrt know yet, that=s why they vote. The Congress has been out on recess. |
believe that Chairman Thomas of the Ways and Means Committee has been working on some



ideas that he will probably try to push forward early in September. Hess been having
discussions with some of his Democratic colleagues, about how to try to do so in away that
dedls with environmenta Iabor as well as trade issuesin a positive consensud-based fashion,
and that will be the process that you will see unfold in the course of September. Asyou
probably know on the Senate sde there has been a bipartisan bill that was put in by Senator
Graham of Horida, Senator Murkowski of Alaska, a Democrat and a Republican. That=s the
basisfor possble action. Chairman Baucus has aso been having discussions with the ranking
Republican Senator Grasdey, so, | think that the President and |, and Secretary Evans, and
Secretary Veneman, and our colleagues who will also be spending alot of time on trying to
secure that authority over the course of the next two months. President Bush isthe first
Presdent not to have that authority from the five prior presidents, and one of the arguments that
we made is that frankly in many areas the United States has been falling behind because we
dorrt have thet trade negotiating authority.

Reporter: ChrisKraul, The L.A. Times, Can you comment on the tuna Stuation in Mexico?
Mexico frudtration on not being able to sdl tunain U.S. after having done everything right,
reducing dolphin kills Y. Is there any initiative?

Zodlick: Wdll, just to make sure we got our factsright. Mexico hastheright to sell tunain the
United States. Theissue relates to the question of the dolphin-free labels, and as you probably
know, the Clinton Adminigtration Commerce Department made afinding that was going to
move in adirection of alowing Mexico, based on its cooperation deding with the dolphin
issues, to be able to market dolphin-free tuna. We agreed to that position. The court ruled
againg the Executive Branch, and so frankly we share Mexicoss frustration on this. But we
have three separate branches of government. And so the next step is frankly to work with the
Commerce Department and Mexico and try to see how - given the statutory procedures passed
by Congress -- how we can try to overcome those hurdles. In the meantime, frankly, we have
praised and supported the Mexicans for the cooperation that frankly began the last time | wasin
government to try to avoid dolphin catches. They made sgnificant effortsin that behdf, and |
hope that thisissue will be worked out so they will be sdll their dolphin-free tuna.

Reporter: Gerardo Y oung de Cana Once - despues de ésta reunion que podemos esperar en
lasguiente que seredizaraen Doha, y que se han respecto alaintegracion de Chinaala
omC?

Zodlick: The question was after this meeting what can we expect with the next one, which will
be with the issue of Chinars integration in the world trading system, if | roughly had it right.

Wi, let me divide thisinto two pieces. The China piece, | think, is the most important one. My
predecessors in the Clinton administration tried to work to reach a bilatera agreement with
Chinato try to accommodate the various interests that would be resolved in removing what we
cal permanent error to annua normal trade relations review. That fed into a process with the
WTO where each country makes a bilatera agreement. | believe dl of them have completed it
except Mexico. When | wasin Shangal, | worked through some final issues related to



agriculture and insurance, and so theres ameeting, if | recdl, scheduled in Geneva around
September 10 or 12th, aworking party mesting, to try to move this issues to completion, so we
can bring Chinaiin by the end of the year. | hope we will be ableto do that. | think it=s
important to bring Chinainto the Internationa Trading System. | think that China has given
every sgnd that it wants to be a congtructive player in the sysem. And as| mentioned, when |
was in Shangha, it was one of the strongest voices for the launch of anew round. | will
mention that it is affecting the overdl internationd trading dynamic. In my view in acondructive
fashion, because given Chinass entry, it will creste a different environment in terms of
international competition. And for countries that are direct competitors with Ching, they are
going to have to become more comptitive. This has had an effect aready that I-ve seenin
South East ASa | had some discussons when | wasin Indonesarecently, and | think it is
moving other countries in the direction that Mexico has gone dready, which isto liberdize and
become more competitive. Asfor your first question about the next meeting, as | mentioned
here, there are a series of meetings that are taking place, theress the working party meeting in
Genevardated to China. 1:-m going on to a CAIRNS mesting. Theresan ASEAN mesting.
Therell be meetingsin Africa, and there may be other meetings of Minigters like this one, where
we have moved aong the process for the launch of theround. That=s a separate, but related
issue to the Chinese accession.

Reporter: Hi, my name is Gabrid Moreno from Reuters News, do you think. . .
Zodlick: Whet about him, he is from Reuters?

Reporter: He is based in Washington; I:-m here in Mexico City.

Zodlick: You get two?

Reporter: Y eah, do you think you have been responsive to specific issues expressed by the
Mexican government. Do you think Mexico is not complying with commitments made in the
Telecom sector, and if so, do you think the United States complied with issues such as alowing
Mexican drivers driving into American highways?

Zodlick: On Mexico, I:ll re-emphasize a point that | made when | started. | think Mexico has
made extraordinary progressin the whole trade liberdization area. And | think Mexicans
frankly should be proud of what is the progress that that has created for Mexico and the
leadership role it has given Mexico around the world. | saw that under past administrations, and
frankly | heard President Fox tak about it yesterday, and | certainly beieve he has afull
commitment to that same process. | will say I-m somewhat envious of Mexico because |
worked with Mexico on NAFTA. And after that, Mexico went on to negotiate eight free trade
agreements with 32 countries. |=ve been trying to get the United States to get beyond the two
we have dready. So | think Mexico has a pattern that | hope we will be able to follow.
President Fox will be coming to Washington this week for the first State visit. We have aclose
relationship with Mexico that covers not only trade and economic issues, but issues from



education to integration topics, and | think it=sal part of the degper North American reationship
that NAFTA has created.

On theissue of trucks, as you know President Budrs position has been quite clear: we believe
we should come in compliance with the NAFTA agreement. We ought to keep our word; we
haverrt been able to do so. We are trying to work with the Congress so we will be able to do
s0. That=s our obligation. We obvioudy have issues where we have differences with Mexico,
just as Mexico has differenceswithus. And were trying to work those too. One of them
remains telecommunications issues where we hope that further liberdization will creste amore
competitive environment here that will lead to better economic opportunity. But | haveto say
when | put it in the overdl picture of Mexican- American trade relaions and North American
trade relations, the one, it isa small eement related to an incredible success sory.

And so that | can close by advertising my work, my Press Office has provided the speech that |
gave on thistopic and it=s in Spanish back there. So you can read at length my thoughts on the
subject. Thank you very much.



